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FORECLOSURE FLUCTUATIONS IN 84 CITIES 
aT HE series of charts on pages 246 through 252 shows the foreclosure rate 





in 84 cities. In making this study we have taken the actual number of fore- 
closures in each city, corrected these figures to eliminate seasonal varia- 
tions, and put the corrected figures on an index basis. For this reason the charts 
show the fluctuations of the foreclosure rate rather than the number of foreclosures, 
and the cities should not be compared with each other except on the basis of trend. 


The original figures include all foreclosures of the county in which the cities 
are located. Therefore, most of the cities have a few farm foreclosures included 
in their totals. Farm foreclosures, however, contribute little to this study. 


The length of time necessary to foreclose, the redemption period, and the fore- 
closure costs are so variable that on most of the charts we have shown the range 
of time or cost into which fall most of the foreclosures in that city. We do this 
because there is not room on the charts to show the various legal clauses dealing 
with the time that must elapse before foreclosure can be completed, 


We have segregated the cities into three population groups - 500,000 and over, 
250,000 to 500,000 and 250,000 i 
and less - and have taken an 
average for each group. The NATIONAL AVERAGE 
individual charts, therefore, FORECLOSURE RATE 
show foreclosures ineach city 
(blue), and theaveragefor cit- 
ies of the same size (red). 
The national average chart 
shows the three groups on one 
chart. Note how closely fore- 
closures in the three groups 
follow each other. This shows 
that the size of the city has 
little effect on the foreclosure 
rate. For the most part, fore- 
closure activity has been very 
sluggish for the past several 
years. This period of slug- 
gishness is apparently near- 
ing an end as the foreclosure 
rate has been rising slowly. 
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EARNINGS ON 30-FAMILY APARTMENT 


[ NET INCOME ,SRATE OF NT AGTURN HE record of the construction costs of 
moce| Septem, whet neTlm aie ESTATES our 30-family apartment is shown on 
CAG" WAR "rac Oa pages 254 through 257, The present cost 


madre of this building, $297,915, is 120% above the 1939 
onan cost. This is a drop of about $5,000 (1.6%) from 
the peak of $303,062 reached in late 1948. Build- 
ings erected at these high costs are risky under- 
takings and are made all the more so by continued 
rent controls on older properties. 


The chart at the top of this page was orig- 
inally drawn to show the annual rate of return 
on the cost of a new building. In 1947, rent 
controls were removed from new rental prop- 
erties and since then we have drawn the chart to 
show what rent schedule the building must carry 
in order to pay a 6% return after depreciation. 
At present costs, the annual rent schedule, with 
no vacancy, would have to be $45,805. This 
means a monthly rent of $112.50 for a 3-room 
unit; $150 for 4 rooms; and $187.50 for 5 rooms, 
Rents also include one garage space, heat, water, 
gas, electricity, janitor service, gas stove and re- 
frigerator. If a vacancy allowance is made, the 
rent schedule would have to be even higher. 
Even if maintenance costs are excluded, the 
monthly rent schedule with no vacancies would 
be $100 for a 3-room unit, $132 for 4 rooms, and 
$165 for 5 rooms, Obviously, this schedule is too 
low since all buildings must be maintained and 
since vacancies are already beginning to appear 
in apartments renting for $100 per month and up, 
We have pointed out before the improbability of a 
loan on this type of building reaching maturity - 
particularly in view of the attrition the rent 
schedule will suffer through competition from 
more cheaply constructed buildings. 


RATE OF RETURN 


6% RATE OF 
RETURN ASSUMED 


. . “ 
PERCENTAGE 








INCOME EXPENSE AND NET INCOME ——| 
30-FAMIL RERVORCED CONCAS 





If we assume that the owner of this building 
will be satisfied with only 3% net return after 
depreciation, the monthly rent schedule, with no 
vacancy allowance, would still have to be $87.50 
for 3 rooms, $117.50 for 4 rooms, and $147 for 
5 rooms. In view of the risk involved, it would 
seem all the more prodigal for an owner to be 
satisfied with a 3% net return. 





This analysis is one reason we oppose 608’ s, 
| A large loss to the taxpayers, who have insured 
‘these loans by enforced proxy, seems unavoidable. 
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REAL ESTATE ACTIVITY IN 49 CITIES 


NYONE remotely familiar with the real estate marketis aware that it has not 
A been at its best for some time, and those who have read our reports know 

that our index of national real estate activity has been dropping, with slight 
interruptions, since reaching its peak in May 1946, The following discussion and the 
table on the opposite page go into greater detail regarding those drops in real es- 
tate activity. The table lists 49 cities, the date at which real estate activity reached 
its peak in each city, the level of activity at its peak, the present level of activity, 
and the percentage activity has dropped since reaching the peak, 


The cities not marked with a red asterisk are those which are charted in our 
reports on an index basis, while those marked with an asterisk (*) are charted on 
a basis of the number of voluntary transfers per 10,000 families. In both groups the 
basic data are the same - the unmarked group simply has the data refined one more 
step by putting it on an index basis. None of the cities can be compared with each 
other except in the magnitude of decline in activity. In other words, only the percent- 
age drops shown in the table and bar chart are comparable on a city-by-city basis. 


The biggest drops in real estate activity are not confined to any one part of the 
country. The eight cities which have shown a percentage decline of 50% or more 
are New York, 64.2%; Kansas City, Missouri, 59.5%; Portland, Oregon, 54.9%; Des 
Moines, 52.7%; Springfield, Ohio, 50.5%; Hartford, Connecticut, 50.4%; Los Angeles, 
50.3%; and Denver, 50.1%. Two of these eight cities are on the East coast, two are 
on the West Coast and the other four are scattered through the West and Midwest. 
On the other hand, most of the cities showing the small percentage drops are located 
in the northeastern part of the country. The seven cities showing the smallest de- 
clines in real estate activity are Syracuse, 29.4%; Minneapolis, 30.9%; Worcester, 
31.9%; Boston, 31.9%; Oklahoma City, 31.9%; Pittsburgh, 32.5%; and Gary, 32.5%. 
All of these except Oklahoma City and Minneapolis are east of the Mississippi and 
north of the Ohio. 


The cities with the low declines all reached their peak in real estate activity be- 
tween March and June 1946, and those with the largest declines reached their peak 
during the same period, The lower drops are, therefore, not a result of a shorter 
period of time between the peak level and the present level of activity. 


Of the cities in the southern region (Georgia, Florida, Tennessee, Kentucky, 
Oklahoma and Texas) Houston and Atlanta have had the greatest decrease in ac- 
tivity, 49.8% and 43.3%, respectively, while Oklahoma City experienced the small- 
est drop, 31.9%. In the New England and Middle Atlantic States, New York City, 
with a decline of 64.2%, and Hartford, Connecticut, down 50.4%, have shown the 
greatest drop and Syracuse, down only 29.4%, had the smallest decrease. Most of 
the cities in Illinois, Ohio, Michigan, Indiana and Wisconsin have been rather consis- 
tent in the decline of their real estate activity. The six Ohio cities of Cincinnati, 
Columbus, Cleveland, Akron, Youngstown and Dayton have all been remarkably 
similar in the pattern and extent of their declines. 


In the Missouri, Iowa and Minnesota region, Kansas City, Missouri, has had the 
greatest decline (59.5%) and Minneapolis (30.9%) the least. Of the West Coast cit- 
ies, Portland, Oregon, with a decline of 54.9% has slumped more than any other city 
in the region, while San Francisco has slumped the least, only 34.2%. 
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CHANGES IN REAL ESTATE ACTIVITY 


Peak| Peak |Present] % 
Date jActivity|Activity; Drop 


3/46 | 392.0 | 140.4 | 64.2 
6/46 | 257.5 | 104.4 | 59.5 
4/46 | 312.5 | 141.0 | 54.9 
3/46 | 199.1 | 94.2 | 52.7 
5/46 | 226.7 | 112.3 | 50.5 
4/46 | 276.1 | 136.9 | 50.4 
3/46 | 216.5 | 107.5 | 50.3 
3/46 | 303.9 | 151.5 | 50. 





New York, N. Y. 
Kansas City, Mo. 
Portland, Oreg. 
Des Moines, Iowa 
Springfield, Ohio 
Hartford, Conn. 
Los Angeles, Calif. 
Denver, Colo. 
Houston, Tex. 


—_ 


7/46 | 285.8 | 143.5 | 49.8 
Evansville, Ind, + 5/46 | 215.5 | 111.9 | 48.1 
Jersey City, N. J. * 5/46 | 149.0 78.9 | 47.0 
Chicago, Ill. 3/46 | 195.5 | 106.9 | 45.3 
San Diego, Calif. + 5/46 | 250.1 | 139.4 | 44.3 
Westchester Co., N. Y. 5/46 | 248.2 | 140.5 | 43.4 
Atlanta, Ga. 7/46 | 238.0 | 134.9 | 43 
Salt Lake City, Utah * 5/46 | 176.4 | 101.9 | 42. 
Tulsa, Okla. 4/46 | 285.0 | 165.8 | 41 
South Bend, Ind. 4/46 | 237.1 | 138.3 | 41. 
Buffalo, N. Y. 2/48 | 273.6 | 160.8 | 41. 


San Antonio, Tex, 
Detroit, Mich. 
Cincinnati, Ohio * 
Columbus, Ohio 
Cleveland, Ohio 
Seattle, Wash. 
Milwaukee, Wis. 


6/46 | 258.4 | 153.7 | 40 
4/46 | 179.2 | 107.3 | 40 
5/46 | 142.8 | 85.8 | 39 
4/46 | 169.0 | 101.6 | 39. 
3/46 | 223.1 | 134.4 | 39 
1/47 | 241.9 | 146.0 | 39 
4/46 | 280.0 | 169.4 | 39 








Miami, Fla. 2/46 | 273.5 | 166.0 | 39 
NATIONAL AVF RAGE 9/46 | 229.0 139.2 | 39. 
Akron, Ohio * 5/46 | 335.5 | 204.8 | 39 
Duluth, Minn. 5/46 | 329.8 | 201.7 | 38 


Youngstown, Ohio * 
Louisville, Ky. * 
Philadelphia, Pa. 
Brooklyn, N. Y. 
Flint, Mich. 
Dayton, Ohio + 
Memphis, Tenn, * 
St. Louis, Mo. 
Indianapolis, Ind. 
San Francisco, Calif, 
Dallas, Tex. 
Toledo, Ohio * 
Washington, D. C. 
Gary, Ind. * 
Pittsburgh, Pa. 
Oklahoma City, Okla. 
Boston, Mass, 
Worcester, Mass. * 
Minneapolis, Minn. 
Syracuse, N. Y. 


5/46 | 153.3 | 93.9 | 38. 
5/46 | 193.1 | 118.6 | 38. 
7/46 | 207.0 | 127.4 | 38. 
8/46 | 182.5 | 113.0 | 38. 
8/46 | 347.5 | 215.7 | 37. 
9/46 | 222.4 | 141.1 | 36. 
3/46] 144.2 | 92.7 | 35. 
5/46 | 205.9 | 133.8 | 35. 
5/46 | 185.1 | 120.9 | 34. 
5/46 | 190.0 | 125.1 | 34. 
8/46 | 224.7 | 149.5 | 33. 
5/46 | 157.8 | 104.9 | 33. 
5/46 | 135.2 | 90.7 | 32.5 
6/46| 198.7 | 134.1 | 32.: 
5/46 | 283.9 | 193.4 | 32. 
5/46 | 230.0 | 155.3 | 31.9 
5/46] 223.3 | 152.0 | 31.9 
5/46 | 169.5 | 115.5 | 31.9 
3/46 | 206.7 | 142.7 | 30.9 
4/46 | 250.0 | 176.5 | 29.4 
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REAL ESTATE TRANSFERS IN PRINCIPAL CITIES 
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